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HERE ARE THE FACTS
Smoking and Children
•

Internal industry documents, released in the Minnesota tobacco case in March, reveal
that tobacco companies focused marketing efforts on children to develop brand
loyalty among a new generation of smokers.

•

About 3,000 children a day begin the smoking habit; the average age is 12.5 years.
(Report of the Koop-Kessler Advisory Committee on Tobacco Policy and Public
Health.)

•

An estimated 150,000 to 300,000 cases of lower respiratory tract infections in
children less than 18 months of age resulting in 7,500 to 15 ,000 annual
hospitalizations are caused by second hand smoke. (American Lung Association)

Health Costs to Consumers
•

An estimated 420,000 Americans die every year from causes related to tobacco use.
(American Cancer Society)

•

Some 50 million Americans are now addicted to tobacco. One out of three long-term
smokers will die from a tobacco-related disease. (Report of the Koop-Kessler
Advisory Committee on Tobacco Policy and Public Health)

•

Women who smoke during pregnancy are more likely to have low-weight birth babies
and more complicated. costly deliveries. These babies have developmental
difficulties that cost approximately $4 billion annually. (Treasury Department study)

•

Smokers die younger and retire earlier than nonsmokers, resulting in $80 billion a
year in lost output and work days. (Treasury Department study)

•

A typical smoker has average lifetime medical expenses of $13 ,700. (Treasury
Department study)
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Economic Costs
•

Tobacco use costs the United States an estimated $110 billion annually--$60 billion in
direct health care costs and $50 billion in lost productivity . (Treasury Department
and the American Cancer Society)

•

The actual costs may be even higher. Jeffrey Harris, an economics professor at the
Massachusetts Institute of Technology, estimated that cigarette-related illnesses were
responsible for $88 billion in health care spending in 1995 alone. This cost was
largely borne by private payers including insurance companies. (Testimony before
the Senate Committee on Agriculture, Nutrition and Forestry, September 11 , 1997)

•

Smokers miss 50 percent more work days than nonsmokers at an estimated average
annual cost of $500 million. (Treasury Department study)

•

A study of one health insurance plan found that smokers were hospitalized more often
than nonsmokers, 124 versus 76 admissions per 1,000 policyholders. Smokers '
average stay was longer, 6.47 versus 5.03 per 1,000 patients. Researchers also found
that tobacco users added to employers ' cost for health insurance, workers '
compensation and life insurance. (Journal of Occupational Afedicine)

Impact of Settlement on Companies
•

The Federal Trade Commission estimated that the tobacco settlement, as negotiated
by industry officials and the state attorneys general, would have only a modest impact
on operating profits, a drop from $118 billion to $104 billion over a 25-year period.
(Federal Trade Commission report, Competition and the Financial Impact of the
Proposed Tobacco Industry Settlement, September, 1997)

•

The tobacco companies would pay little, if any, of the proposed settlement costs. The
FTC predicted that the tobacco companies would be likely to raise prices by "at least"
the amount of the payments. (Federal Trade Commission Report on tobacco
settlement)

•

The proposed settlement does not begin to cover the damages caused by tobacco. A
$6.5 billion payment cap represents slightly more than 10 percent of the annual
medical damage caused by tobacco-related diseases. according to a Treasury
Department study. And if the industry increases prices to cover payments, as now
proposed. profits will actually increase. (Treasury Department study)
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Profitability
•

In 1996 the parent companies of U.S. tobacco companies earned global profits of
more than $21 billion. In the United States alone these companies had operating
profits of almost $115 billion between 1954 and 1996. (Minnesota attorney general ' s
office)

•

From 1990 to 1996 the tobacco industry ' s operating profits averaged 32 percent,
higher than such major industries as pharmaceuticals, nonalcoholic beverages and
consumer products. (Minnesota attorney general ' s office)

Costs to Federal Government
•

Tobacco-related illnesses account for 12 percent of all federal expenditures on health
care. In 1995 the Medicare program alone spent $25.5 billion on tobacco-related
illnesses, about 14 percent of its total expenditures. (Columbia University' s National
Center on Addiction and Substance Abuse)

•

Over the next five years Medicare will spend about $186 billion treating tobaccorelated diseases. The amount the federal government would receive from the tobacco
industry under the proposed settlement would equal only one-sixth of this amount.
(Center on Budget and Policy Priorities)
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